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Independent Auditors Report

To the Director of

Setter Capital Inc

We have audited the accom panying statement of financial condition of Setter Capital the Corn pany as at

December 31 2010 that your are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934

The statement of financial condition is the responsibility of the Companys management Our responsibility

is to express an opinion on this statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the statement of financial condition is free of material misstatement An audit includes consideration

of internal control over financial reporting as basis for designing audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the Companys

internal control over financial reporting Accordingly we express no such opinion An audit includes examining

on test basis evidence supporting the amounts and disclosures in the statement of financial condition An

audit also includes assessing the accounting principles used and significant estimates made by management

as well as evaluating the overall statement of financial condition presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above present fairly in all material respects the

financial position of Setter Capital Inc as of December 31 2010 in conformity with accounting principles

generally accepted in the United States of America

_______

ississauga Canada Chartered Accountants

January 11 2011 Licensed Public Accountants



Setter Capital Inc

Statement of Financial Condition

Expressed in U.S Dollars

As at December 31 2010

Assets

Current Assets

Cash 12756724

Income taxes receivable Note 487974

Accounts receivable 451298

Prepaid expenses and other 20526

13716522

Capital Assets net of $7808 accumulated amortization 9317

13725839

Liabilities

Current Liabilities

Accounts payable and accrued liabilities Note 10069356

Due to Shareholder Note 48342

10117698

Stockholders Equity

Capital Stock Note 81450

Retained Earnings 3526691

3608141

13725839

Commitments Note

See accompanying notes to financial statements



Setter Capital Inc

Notes to Statement of Financial Condition

As at December 31 2010

Organization

Setter Capital Inc the Company was incorporated on January 31 2006 under the Ontario Business

Corporation Act

The Company is registered broker and dealer in securities under the Securities Exchange Act of 1934

The Company is mem ber of the Financial Industry Regulatory Authority Inc FINRA and the Securities

Investor Protection Corporation The Company corn putes its regulatory net capital underthe basic method

of Securities and Exchange Commission SEC Uniform Net Capital Rule 15c3-1 The Companys

primary source of revenue is concession fees earned as interm ediaryfrom successful investment banking

transactions

The Companys office is in Toronto Canada

Summary of Significant Accounting Policies

Basis on Presentation

The Company maintains its financial records in United States dollars These financial statements have

been prepared in accordance with generally accepted accounting principles in the United States of

America The significant accounting policies are as follows

Revenue Recognition

Concession fees are earned from successful investment banking intermediary transactions of non-

registered customer investments Concession fees earned from providing these advisory services

are contingent upon the success of the services provided and are recorded upon successful

completion of transaction

Interest revenue is recorded on the accrual basis of accounting as earned Foreign exchange gains

include those realized and unrealized

Cash

Cash consists of cash on deposit and highly liquid investments purchased with maturity of three

months or less that are not held for sale in the ordinary course of business

Cash is maintained on deposit with major financial institution in Canada Deposits with this back may

exceed the amount of insurance provided on such deposits Generally these deposits may be

redeemed upon demand and therefore bear minimal credit risk



Setter Capital Inc

Notes to Statement of Financial Condition

As at December 31 2010

Summary of Significant Accounting Policies Continued

Accounts Receivables

Accounts receivable consists primarily of trade receivables for concession fees earned as

intermediary from successful investment banking transactions The Company regularly reviews its

accounts receivable for any bad debts The review for bad debts is based on an analysis of the

Companys collection experience customer credit worthiness and current economic trends Based

on managements review of accounts receivable no allowance for doubtful accounts is considered

necessary at December 31 2010

CapitalAssets

Capital assets are recorded at cost Amortization is derived using the declining balance method at

rates calculated to write-off the assets over their estimated useful lives typically three to five years

Income Taxes

The Company uses the asset and liability method of accounting for income taxes Under the asset

and liability method deferred tax assets and liabilities are recognized for the future tax consequences

attributable to differences between the financial statements carrying amounts of existing assets and

liabilities and their respective tax base Deferred tax assets and liabilities are measured using enacted

tax rates expected to apply to taxable income in the years in which those temporary differences are

expected to be recovered or settled The effect on deferred tax assets and liabilities of change in

tax rates is recognized in income in the year that includes the date of enactment

Translation of Foreign Currency

Monetary assets and liabilities related to foreign currency transactions are translated into U.S dollars

at the exchange rates in effect at the balance sheet date

Non-monetary assets and liabilities related to foreign currency transactions and revenue and

expenses related to foreign currencies are translated into U.S dollars at the exchange rates

prevailing at the transaction dates

Gains or losses resulting from foreign currency translation are included in net income

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted

in the United State of America required managementto make estimates and assumptions that affect

the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the

date of the financial statements and the reported amounts of revenue and expenses during the year

Actual results could differ from those estimates



Setter Capital Inc

Net Capital Requirements

Notes to Statement of Financial Condition

As at December 31 2010

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-1 Under SEC Rule 15c3-1

the Company is required to maintain minimum net capital and an allowance ratio of aggregate

indebtedness to net capital as defined under this Rule shall not exceed 15 to Under the basic method

the Company is required to maintain minimum net capital as define equal to the greater of $5000 and

6.67% of aggregate indebtedness At December31 2010 the Corn pany had net capital of approximately

$2421265 which is $1746751 in excess of the required minimum net capital of $674514 The

Companys net capital ratio of aggregate indebtedness to net capital was 4.18 to

FINRA the Companys designated self-regulatory organization has certain additional capital requirements

which provide that equity capital may not be withdrawn nor may cash dividends be paid if the resulting net

capital would be less than the greater of 5% of the calculated aggregate debits and 120% of required

minimum net capital

Capital Stock

2010

Authorized Unlimited number of common shares

Issued 1000 common shares 81450

Lease Commitments

Under the terms of lease agreement the Company will be required to make annual rental

payments as follows

2011 21600

2012 14400

Total 36000



Setter Capital Inc

Notes to Statement of Financial Condition

As at December 31 2010

Related Party Transactions

The Companys shareholder and director uses his personal credit card for facilitating company

transactions The amount classified as due to shareholder is repayable on demand The Company

employs the sole shareholders brother and there is contractual formula based compensation

arrangement in place At December 31 2010 related compensation of $384000 remained unpaid

and accordingly is included in accounts payable and accrued liabilities The amounts recorded

pursuant to the arrangement were not necessarily indicative of amounts and terms that would have

been incurred had comparable transactions been entered into with independent parties

There are no other related party transactions

Financial Instruments

Fair Values

The carrying amount of accounts receivables accounts payable and accrued liabilities and due to

shareholder approximates their fair value because of their short-term demand nature or imminent

maturity

Credit Risk Management
The Company is exposed to credit risk on the accounts receivable from its customers The credit risk

is mitigated as all amounts are due and paid immediately following the transaction from which the

revenue arises and because all transactions involve large well established financial institutions

Currency Risk

The Company pays taxes in Canadian dollars Consequently tax liabilities are exposed to foreign

exchange fluctuations As at December 31 2010 the Company had Canadian dollar income tax

receivable equivalent to $487974 US dollars converted using December 31 2010 exchange rates

Income Taxes

The Company files stand alone income tax return in Canada and is subject to the general statutory

combined federal and provincial tax rate of 30.0% As Canadian controlled private corporation the

Company is eligible for the Canadian small business rate of 15.5% on the first CAD $500000 of taxable

income

FASB ASC 740 Income Taxes which the Company adopted as of November 2007 prescribes

recognition threshold and measurement attribute for the financial statement recognition and

measurement of tax positions taken or expected to be taken in tax return For those benefits to be

recognized tax position must be more likely than not to be sustained upon examination by taxing

authorities The amount recognized is measured as the amount of benefit that represents greater than

50% likelihood of being realized upon ultimate settlement

The Company remains open to federal and provincial income tax examinations for fiscal years Decem ber

31 2007 and forward


